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You Can’t Ignore Facts! 


Handicaps Restrict Rail Income 


How Many Stocks?...A Portfolio Problem 


Demonstration of the “Growth” Force 





In Quest 
Of Monthly 


Income From 


Common Stocks 


OST dividend-paying common stocks 
M on the New York Stock Exchange 
make distributions to stockholders at 
three-month intervals. Of the more than 
1,020 issues listed, close to 900 are pay- 
ing dividends. Approximately 750 com- 
mon stocks pay quarterly; the majority 
of the remaining dividend payers make 
distributions semi-annually, and a few 
make payments but once a year. 

By giving forethought to dates of divi- 
dend payments, it is a simple matter for 
the individual investor to set up an invest- 
ment portfolio which will bring in a divi- 
dend check each month of the year. In- 
come will then be available to meet 
monthly expenses as they occur or to add 


to savings. 


Sample Portfolio 

Depending upon the ebb and flow of 
companies’ earnings, some years will pro- 
duce more in dividends than others. In 
some years earnings may permit no pay- 
ments by individual companies. Yet 
many of the companies listed on the New 
York Stock Exchange have managed to 
pay a dividend every year over a long in- 
terval. Of the six companies shown in the 
portfolio, three 
have dividend records extending back 35 
years or longer. Common dividends have 
been paid annually without interruption 
by Cleveland Electric Illuminating Co. 
since 1900, Scranton Electric, 1907; and 
Bell & Howell, 1915. 

Canada Dry has paid consistently since 
1925 with the three exceptions of 1936, 
1937 and 1940. Indianapolis Power & 
Light has paid every year since 1934. 
Goodyear has not missed a year since 
1937. 

The statistical table demonstrates how 
it is possible, by spreading one’s pur- 


accompanying sample 


chases over only six issues, to receive a 
dividend check twice a month. The stocks 
have been selected solely for purposes of 
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illustration and no recommendation is 
intended as to the merits of the issues. The 
portfolio is only one of many possible ex- 
amples that could be set up from among 
the 750 common stocks on the New York 
Stock Exchange list which pay dividends 
quarterly. 

At recent prices of the six stocks the 
sample portfolio would cost $10,775 and 
would bring in $610 in dividends a year, 
based on latest payment rates. 


Yield of 5.7 Per Cent 

The yield would be 5.7 per cent—more 
than twice as large as the average yield 
currently available on high-grade bonds. 

The stocks are fairly representative of 
better-grade dividend-paying issues on 
the Stock. Exchange list. Reflecting the 
premium which investors place on divi- 
dend continuity, the 5.7 per cent yield on 
the “package” of six stocks is slightly 
lower than the average for all dividend- 
paying issues. At the end of April the 
Cleveland Trust Company computed the 
average common stock yield to be 6.33 per 
cent. 

Total dividends disbursed to stockhold- 
ers by companies listed on the Exchange 
have shown an encouraging trend for the 
last eight years. Each year aggregate pay- 
ments have been larger than in the pre- 
ceding year. Stockholder income is mak- 


ing a further gain in the first half of 1950. 

The growth of aggregate earnings over 
the same period is shown in the article 
on page 9. In 1942 the combined net in- 
come of 805 companies with stock listed 
on the Exchange was $4,121,869,000. In 
1949 the net earnings of 957 listed com- 
panies totaled $8,296,318,000. 

The larger number of companies in the 
more recent earnings’ survey is accounted 
for by companies added to the Exchang»’s 
list throughout this time. 

Long-continued favorable trends have 
an effect in changing the attitude of the 
public toward securities. In recent years 
many stock buyers have been able to off- 
set a decline in their real income, due to 
the lower purchasing power of the dollar, 
with increased dividends from their share 
holdings. In comparing 1950 with 1939, 
a long list of stocks in which the gain in 
per share payments has more than made 
up for the depreciation of the dollar is 
readily available. 

Investors over recent years have, appar- 
ently, set a trend of holding on to their 
stocks, in place of the former concept that 
“stocks are bought to be sold again.” The 
trend doubtless will be accentuated by the 
investment of a portion of pension funds 
in stocks, and by buying for trust accounts 
under the New York State law which be- 
comes effective July 1. 








Total Div. 
Dates of for 

Dividend Payments 12 Mos. 
Jan. 1, Apr. 1, $60 100 shares, 
July 1, Oct. 1 
Jan. 15, Apr. 15, 80 50 shares, 
July 15, Oct. 15 
Feb. 1, May 1, 100 100 shares, 
Aug. 1, Nov. 1 

Feb. 15, May 15, 120 50 shares, 
Aug. 15, Nov. 15 

Mar. 1, June 1, 50 100 shares, 
Sept. 1. Dec. 1 

Mar. 15, June 15, 200 50 shares, 
Sept. 15, Dee. i5 

Torats $610 





DiviwEND CHEcKs Twice A Monto FroM CoMMON STOCKs 


Canada Dry Ginger Ale 
Indianapolis Pr. & Lt. 
Scranton Electric 
Cleve. Elec. lum. Co. 
Bell & Howell 


Goodyear Tire & Rubber 


Approx. 
Approx. Current 


Cost Yield 
$1,137.50 5.3% 





1,600.00 5.0 


1,475.00 6.8 


2,312.50 5. 


i) 


1,550.00 3. 


to 


2,700.00 7.4 


$10,775.00 5.7% 
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By OLIVER 


LTHOUGH writing about the stock 
A market has been my vocation for 
nearly a half-century, this discussion was 
approached uneasily. If business commen- 
tators and some economists could be as 
wrong as they were last winter in forecast- 
ing 1950 industrial events, what a risk is 
run, [ thought, if a market observer tries 
to look ahead after a full year of rising 
stock prices! 

Just write what you think about the 
market, THE EXCHANGE editors told me, 
let the chips of prophecy fall where they 
may. Such chips, though, could easily 
prove to be splinters, sharp at both ends. 
\n early “technical” price reaction after 
so long a rise, which would not be un- 
expected, could impale a literary wood- 
chopper on one end of a sliver if he should 
be bullish; and, should the market turn 
upward again with resumed vigor after 
a lapse, the other end would stick him if 
he had been bearish. 

It seemed safer to recite some pertinent 
facts and let the reader interpret them for 


himself. 


You Can’t Ignore FACTS! 





J. GINGOLD 


The upward price swing of the indus- 
trial group of stocks on the New York 
Stock Exchange has now continued for 
more than 50 weeks. Since 1900, this is 
the third shortest bull movement of the 14 
periods traced between minimum average 
prices (as reflected by the industrial aver- 
age of Dow, Jones & Co.) and subsequent 
highs. 


Long Forward Stride 


Since last June. when the Dow-Jones 
low was 161.60, the industrial stock group 
on the Exchange has advanced some 60 
“points,” traversing more ground than in 
any previous upswing of this century with 
the exception of three. The bull markets 
that traveled further were in 1923-1929 
(295 “points” ) ; 1932-1937 (153 “points” ) 
and 1942-1946 (119 “points”). 

The character of bull markets has 
changed in recent years. Up through 1937, 
none had lasted less than 83 weeks. The 
longest was the one that ended in Septem- 
ber, 1929, after 304 weeks of rising prices. 
This 


Dow-Jones 


movement carried the 


Veteran Stock Market 
Reporter Measures 
Flow of Business 
News im Scanning 


Outlook 





THREE LIONS PHOTO 


average to 381.17. Taking March, 1938, 
as a logical base, the upward movements 
have since been of shorter duration, with 
an exception mentioned below. While bull 
and bear swings lend themselves to vari- 
ous interpretations, the consensus is that 
the 33-week advance sandwiched in be- 
tween March, 1938. and November, 1938, 
constituted a real bull interval. 

Another similar stretch of 23 weeks 
that occurred between April, 1939, and 
September, 1939, and another of 57 weeks 
between May, 1947 qualify as bull inter- 
vals. In the last 12 years there has been 
only the 212-week rise from April, 1942 
to May, 1946, that would rate as a con- 
sistent period of rising prices. correspond- 
ing to pre-1938 standards for full-fledged 
bull markets. 

Certainly no pattern is revealed in the 
foregoing review: but one is moved to 
wonder, after a 50-week climb, how much 
longer the market’s bullish power is likely 


] 


to continue before some ground is re- 
traced. Already the first optimistic expec- 
tations of many chartists, technicians and 
other pundits of the market place have 
been filled. Last winter, some charts in- 
dicated that the Dow-Jones industrial 
average might reach 220 in early 1950. 
That point was passed long ago; since 
then the average has been reaching up- 
ward to new high levels for 20 years. 

The Dow-Jones average is widely used 
to trace the market’s over-all trend; never- 
theless, the frequent attainment of new 
highs has worked to reduce interest in 
it. That, as | gather from leading ques- 
tions directed at traders, is because the 
next historically high point for the aver- 
age is 381.17, which the imaginations of 
the most exuberant are not ready to con- 
sider as a prospect. 


Rail Stocks Lag Behind Market 


\s this discussion is a rather drab ad- 
venture among facts—you can’t ignore 
facts and rely upon imagination in the 
stock market 
in process of reaching market judgments. 

The railroad stocks have. for months, 
lagged far behind the industrial stock pro- 


here’s another to consider 


cession. 

Brokers and their clients. as well as 
ivory-towered technicians, like to have 
something to tie their ideas to. Many of 
them are turning to the backward railroad 
average as an index to watch more closely 
just now than the other. 

Railroad stock performance is, in turn, 
tied to something. Precedent! Over the 
the carrier often 
dragged along, exasperating their owners, 
only to step out eventually and lead the 
stock list for a long time. The most recent 
example was the period between mid-1947 
into February, 1948. 

In this span the Dow-Jones rail average 
fluctuated in a narrow 47-54 range while 
the industrials were gyrating through a 
25-point cycle. Then the rails got going. 
They forged into the van and stayed there 
until the entire bull swing culminated in 
June-July, 1948. 


There have been reasons for this year’s 


years, shares have 


rail backwardness, Labor troubles, poor 
comparative earnings, and reduced or 
deferred dividends have been contributory 
to their showing. 

However, those who study this division 
of the stock market believe that, at least 
for the time being, the railroads have 
most, if not all, of their bad news behind 
them and that more comfortable develop- 


9 





ments are in the offing. Some observers 
believe that many railroad stocks have 
been oversold and that “poor selling” has 
taken place in more recent sessions, par- 
ticularly in the case of some with long 
dividend records. 

A fairly substantial portfolio recently 
was divested of some of the latter shares 
as well as other holdings of coalers, all at 
prices which were considerably below the 
highest of 1950 and dramatically below 
the highest of recent years. The manager. 
when asked for the reasons behind his 
sales, said that, “The coal situation looks 
bearish compared with other fuels, par- 
ticularly natural gas, which is coming 
more and more into the picture.” 

It is true that time marches for fuel as 











much as any other commodity. However. 
a study of the use of fuels plainly shows 
that coal is going to hold a prominent 
place in the economic picture for genera- 
tions to come. Further, as one cynic put 
it, if we are going to worry about the in- 
roads of natural gas on the coal situation, 
why not worry about the possible impact 
of atomic energy on the whole fuel pic- 
ture? 


Split-Ups of Prominent Stocks 


Be this as it may, there are many sober 
market thinkers who lean to the thought 
that the railroad stocks between now and 
the end of the year will reflect investor in- 
terest. Meanwhile, the industrials have 
been highly fortunate in the budget of 
news afforded the group in the past years, 
more particularly in recent months. Split- 
ups such as those of du Pont, General 
Motors and Steel, as well as growing bull- 
ishness in business forecasts, good earn- 
ings and dividends have aided the indus- 
trial list. 

Investors. most of whom have bought 


common stocks on the basis of good 
yields and earnings, have seen 500 divi. 
dend rates increased in the last 12 months, 
Of these about 40 per cent were on stocks 
listed on the New York Stock Exchange 
and the New York Curb. Against this, less 
than 200 dividend casualties have been 
recorded, that is omissions or reductions 
in rate. Not since last August have there 
been more casualties than increases in any 
one month. 

This trend reached a peak in January 
with 73 increases against only 9 casualties, 
and another in April, with 42 increases 
and only 4 casualties. There is much to 
be said for caution in making investments 
from these figures but there is also a lot 
to be said for the good yields which have 
been encouraging buyers. By and large, 
except for a rather spectacular specula- 
tion in the television group, this bull mar- 
ket has concerned itself heavily with the 
so-called “blue chip” industrials. 

Obviously every advance now in this 
group means that yields will be reduced, 
distribution increased and perhaps the 
technical position of many stocks weak- 
ened. 


The Market’s “New Look’’ 


The changed character of the stock 
market, which was previously mentioned, 
prevents an observer from 
pontifical. The term “distribution” has 
been somewhat bereft of its old-time 
potency since 1946. From where I sit, 
it has looked for some time as though 
stockholders were less easily disturbed 
by news that formerly, in a more specu- 
lative period, would induce selling. 
Perhaps this is because less stock is 
held on margin than in many preceding 
bullish intervals, and required margins 
are fairly high. 

More credit for the reasonably stable 
status of industrial stocks when news has 
assumed a bearish tinge could reason- 
ably be accorded to the way much of the 
public look at them. Emphasis in broker- 
age letters, to say nothing of other 
published comment less designed to 
arouse more than an economic interest, 
is laid on investment. Facts and figures 
presented to stimulate speculation have 
little of the prominence accorded them 
in the 1920s, or even in the early 1940s. 
Then, too, dividends and yields have 
probably been impressed more strongly 
upon investors and traders than ever be- 
fore, and long-term capital gain is sought 

(Continued on page 13) 
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Railroads Could Use More 


Traffic... 





EWING GALLOWAY 


.... Offset Needed for High Costs 


AILROAD income thus far in 1950 
bears little resemblance to the hopes 
with which the industry began the year. 
Though not unmindful of the mine labor 
unsettlement at that time, most manage- 
ments were inclined in January to regard 
the outlook with cautious optimism. Since 
then, earnings have faltered over a series 
of stumbling blocks; and with results 
of major industrial companies on the 
rise, the railroads as a group are toward 
the rear of the earnings parade as 1950 
nears the halfway mark. 

Aggregate net income of Class I rail- 
roads in the first four months is estimated 
at $88,000,000, compared with $98,000.- 
000 a year before. However, a survey of 
individual statements yields a picture of 
widely varying results, delineated largely 
in terms of geographical location. Many 
carriers are to be found in the “plus” 
column, some with handsome _year-to- 
year gains. 





A. DEVANEY 


Most western systems, rebounding from 
the storm-ridden opening months of 1949, 
have enjoyed an earnings boomlet. Com- 
bined net operating income of the south- 
ern roads was up about 10 per cent 
through April. It is the eastern roads, and 
the Pocahontas coal carriers, that are 
responsible for the disappointing industry- 
wide comparisons reported above. In both 
cases, combined operating earnings have 
declined about 25 per cent. 


Importance of Coal Revenues 


The roads can point to coal as the 
chief culprit working against their earn- 
ings. Regardless of severe postwar losses 
to competitive fuels, it still plays a leading 
role in the earning power of these sys- 
tems. In the East, it contributes over 20 
per cent of freight revenues; in the Poca- 
hontas region, close to 60 per cent. Little 
wonder that these roads were crippled 
by five weeks of part-time mine operation 
and a month-long strike! 

The 100-day Chrysler strike was also 
a factor, though by no means as im- 
portant. Poised for an attempt at new 
peak volume, the ore-carrying roads 
including a number of eastern lines, as 
well as western originators—saw their 
hopes fade when ice-locked lake boats 
were not freed until May. In 1949 the 


Empire State Express, New York Central 
streamliner on New York-Cleveland run 


By E. A. SMERLING 





movement had gotten under way a month 
earlier. The decline in passenger busi- 
ness has continued unchecked as new 
automobiles reached the highways in 
record number. 

Traffic on four large systems was in- 
terrupted briefly in April as embargoes 
were set in anticipation of a strike by 
locomotive firemen. While the strike did 
not materialize until May (when the four 
roads were tied up for a week), the in- 
fluence of even a two-day stoppage on 
April earnings can be gauged from the 
fact that the four trunk lines involved 
account for over one-fourth of combined 
Class I revenues. May reports, including 
those of connecting roads, will have been 
affected accordingly. 

The outcome of the strike was a defeat 
for the firemen. They withdrew their de- 
mand for an extra man on line-haul 
diesels—with a potential cost of $40,000.- 


000 annually — and agreed to arbitrate 


) 
oO 





which, if 
granted in their entirety, would be minor. 
More important, the collapse of the strike 
is believed to reflect public impatience 
with “feather-bedding” 


lesser demands. the cost of 


demands, some- 
thing that can have an important bear- 
ing on railroad labor matters now pend- 
ing. and over the longer term. 

Having negotiated these hurdles. can 
the railroads overcome their limping 
start. and thus equal or surpass the 
$438.069,000 earned in 1949? In part, 
this will depend upon settlement of still 
another set of labor demands. 


Negotiations for 40-hour Week 

For some months, the carriers have 
been faced with proposals on the part 
of the operating brotherhoods for a 40- 
hour week (with 48 hours’ pay) or its 
equivalent, for yard crews: reduction of 
daily mileage requirements in road pas- 
senger service, and certain other changes. 
These have been considered by fact- 
finding boards, which reported on June 
15 in favor of a 40-hour week. 

It is taken for granted that yard crews, 
working side by side with “non-operating” 
employees who have been on a 40-hour 
week since last September, will obtain 
this concession. There is greater confi- 
dence that the railroads will avoid being 
saddled with the other major proposals. 
A strike has been threatened if the de- 
mands are refused; but whether it will. 
in fact, be chanced in the wake of the 
ill-starred firemen’s walkout remains to 
be seen. 

Should the 40-hour week constitute the 
major award to labor this year, it is 
tentatively estimated that the additional 


wage cost would be around $100,000,000 
annually, or roughly $60,000,000 after 
taxes. With respect to 1950 earnings, the 
would be $30,000,000 if the 
changeover were made as of July 1. If 


net cost 


the precedent which was set in the deci- 
sion relating to non-operating employees 
lest year is followed. and the railroads 
are granted a period for preparation, the 
1950 cost will be lessened correspond- 
ingly. 

While the net effect of the board’s 
deliberations cannot be projected, other 
factors in the outlook for the second 
half offer promise of improvement. From 
the standpoint of comparative results, 
the best support will lie in the fact that 
earnings in the latter part of 1949 were 
poor by postwar standards. Mine slow- 
downs and stoppages. the steel strike and 
accelerated maintenance outlays in the 
third quarter—all contributed to a contra- 


seasonal lag. 


Coal and Steel Traffic 

July-December bituminous coal pro- 
duction came to only 175,000,000 tons. 
Although output has dropped from full- 
scale volume witnessed immediately after 
the mine strike earlier this year, it is 
possible to envisage a year-to-year gain 
of 15 to 20 per cent, allowing for some 
further slowing of the output rate. 

\verage monthly steel ingot production 
was 5,300,000 tons in the second half 
of 1949; currently running well above 
8,000,000 tons, it is likely to provide 
considerably more traffic this year, re- 
gardless of what the still uncertain final 
months may bring. This view is bolstered 
by the recently instituted lower rates on 





SAMPLED DIVIDEND-PAYING RAIL COMMON STOCKS 








Approx. 
—__—_Earnings per Share__— = Dividends Paid Recent Current 
1940 1948 1949 1940 1948 1949 Price Yield* 
Atch., Top. & Santa Fe $2.69 $23.33 $18.06 $1.00 $8.00 $8.00 $119 6.72% 
Chie., R. I. & Pacific d0.51(a) 10.83¢b) = 9.83 (b) Nil(a) 3.00 3.00 4214 7.10 
Illinois Central . . . 0.13 10.25 14.60 Nil Nil Nil 411, 7.27(g) 
Kansas City Southern 0.57 15.51 12.54 Nil 1.00 4.00 51% 7.71 
Louisville & Nashville 4.08 7.91 3.51 2.50 3.52(e) 3.52(e) 381 9.14 
Norfolk & Western . 5.52 6.75 3.56 3.75 4.00(f) 4.00(f) 473% 8.44 
Reading Co. 2.59 5.44 2.21 1.00 1.50 2.00 20% 9.58 
Southern Pacific 2.47 10.27 8.08 Nil 4.50 5.00 54 9.26 
Texas & Pacific . . . 0.98 15.06 9.73 Nil 4.00 4.00 53 7.55 
Union Pacific . . . 3.48 14.24 10.26 3.00 6.50(e) 6.00(e) 85 7.06 
Western Pacific Nil(a) 3.39(¢) 3.96(¢) Nil(a) 3.00 3.00 331% 9.02 


* Based on 1949 dividend and recent price. (a)Present stock not then in existence. 


(b) Before sinking funds. 


(c) After sinking funds. (d) Deficit. (e) Adjusted to give effect to 2-for-1 stock split. (f) Adjusted to give effect to 
4-for-1 stock split. (g)Based on current $3 rate. 








steel traffic to recoup heavy postwar losses 
of this business to highway carriers. 

Among other major sources of traffic, 
the automobile industry will contribute 
heavy volume in nearby months, and pros- 
pects for the construction industry fore- 
cast an increased flow of lumber, cement 
and other building materials. Although 
1950 wheat crops will be smaller. some 
expect that movement out of jammed 
elevators will be an important compen- 
sating factor. 

What about costs? Despite the traffic 
recession, the railroads’ first-quarter op- 
erating ratio was reduced by almost one 
point (the equivalent of $178,000,000 be- 
fore taxes) from that of the 1949 period. 
Unfortunately, this saving was wiped out 
by the revenue loss. But the important 
point is that this was accomplished in the 
face of 20 per cent higher pay scales 
for two-thirds of their employees. 

Aided by a more sustained flow of 
traffic, the reduction of the operating 
ratio could be carried further, although 
the achievement will be tempered by the 
extent and timing of the wage awards. 
The dieselization program has been car- 
ried forward with unremitting vigor. 
and savings will progress as new units 
are received, 


Maintenance Costs Below 1949 Level 


In spite of the increased man-hour 
cost, over-all maintenance expenditures 
should be well within the inflated 1949 
figures. True, a heavy car repair pro- 
gram has been set for this year, but a 
good deal of the work was accomplished 
in the first half. 

Monthly earnings of the industry nor- 
mally enjoy a sizable seasonal advance 
in the second half from the level of the 
early spring months. In April, 1950, com- 
bined net income was some $38,000,000. 
In the last half of 1949 the monthly aver- 
age was $44,000,000. It is not too much 
to expect that the latter figure will be 
exceeded by a good margin, and that 
the $10,000,000 year-to-year decline thus 
far reported will be wiped out—barring 
a late 1950 business drop of wholesale 
proportions, and given a not too-onerous 
settlement of wage demands. 

Although major indices of group price 
changes indicate little variation for the 
New York Stock Exchange railroad stock 
list in 1950 to date, independent cross- 
currents have been plainly in evidence. 
They correspond closely to the geograph- 


(Continued on page 13) 
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Stocks ? 














HE approach of mid-year, after a pro- 

tracted rise of common stock prices, 
supplies a logical time for portfolio own- 
ers to re-examine their program. 

A basic element that experienced in- 
vestors consider mathematically is the 
number of different stocks they should 
hold in proportion to the amount of money 
involved, How many stocks are needed for 
adequate diversification without making 
laborious the task of managing a fund? 

A “portfolio” in this discussion refers 
to any number of different issues upward 
from five, although the word usually is 
dignified by applying it to the large hold- 
ings of an estate, insurance companies, 
college endowments, investment compa- 
nies and wealthy private investors. 

In course of a year THE EXCHANGE 
editors see many small-to-medium-sized 
portfolios of common stock holdings, some 
of which afford the basis of magazine arti- 
cles. The more interesting of these grouped 
selections are those which reveal (1) a 
modest original investment, say of $2,000 
to $3,000, (2) additions provided by pur- 
chases through use of surplus income from 
time to time, (3) diversification of owner- 
ship of securities in several industries and, 


(4) not infrequently, additions to older 
holdings of well-considered stocks by 
averaging, 

It is evident in such portfolios that 
dividend income is a primary incentive in 
building a fund in common stocks; the 
thought of protecting capital usually ap- 
pears to be somewhat secondary to the 
income urge, and it is possible to trace 
efforts to acquire capital gain in some. 
Occasionally, an investor’s list discloses 
an odd choice. such as the exhibit on the 





in 1949 that surpassed their showing 
in some recent years. Without attempt- 
ing to pass upon the acumen, or lack 
of it, which was displayed in making spec- 
ulative choices, the statistics show that the 
portfolio owner exercised adroitness in 
“working himself out” of situations at 
times uncomfortable. 

The averaging conducted in Boeing Air- 
plane, for example, indicates that the first 
purchase of 25 shares at 32% was made 
hack in the days colored by the company’s 


.. . Some Observations 
on Personal Portfolvos 


next page which is reproduced with the 
owner's consent. 

The illustration is used to show the prod- 
uct of “averaging” among seven stocks 
with a principal investment of about 
$12,000. The selection would fall short of 
meeting the requirements of experienced 
investment technicians; but, despite a 
helter-skelter assembly, the result offers 
material for study of fund-building ele- 
mentals. 

The stocks were accu- 
mulated at various times. 
The table covers the port- 
folio’s experience during 
the most recent full year 
in respect to dividends 
received, and to market 
values figured on the basis 
of cost and a recent ap- 
praisal. 

The dividend yield on 
$12.105 of money invested was about 6.6 
per cent in 1949, this without including 
the stock dividend declared by Johnson 
& Johnson — currently worth approxi- 
mately $60. 

The exhibit indicates that the portfolio, 
so far as an over-all plan directed the se- 
lections, was “anchored” to two long-time 
dividend payers, Johnson & Johnson with 
a 45-year record of annual payments to 
stockholders and Pittsburgh Plate Glass, 
an annual payer for more than 50 years. 
The Pennsylvania Railroad’s annual divi- 
dend history extends beyond a century. 
but payments have varied widely in size. 

The four other stocks have had from fair 
to indifferent dividend records; all would 
be classed as speculative. paying dividends 





large earnings during the war. That price 
has not been reached since 1946. But by 
averaging, a second lot of 25 shares bought 
at 23% acted to lower the purchase cost of 
all 50 shares, and another transaction in 
50 shares at 23'%, saw the average cost re- 
duced to about 26 for 100 shares, Selling 
up to a top of 31% in 1949, and recently 
around 30, the averaged price of 26 
brought a capital improvement of slightly 
more than 15 per cent. 

The patience and cal- 
culating study of price 
movements revealed by 
the transactions in Boe- 
ing appeared also in the 
case of the Pittsburgh 
Plate Glass interest. The 
range of the stock’s price 
in 1945, 1946 and 1947 
shows that a price of 40 
for the 25-share initial in- 
vestment was made in one of those years, 
for 40 was not reached in 1948 or 1949- 
the stock got as low as 28°4 in 1949. The 
price record suggests that the second lot 
of 25 shares was acquired in early 1949, 
in the lower strata of the market recession 
of last spring. the price of 3144 making 
the average for 
50 shares about 
36, resulting in 
a recent capital 
appreciation of 
more than 11 
per cent. 

A hand-pick- 
ed. theoretical 
list designed to 
illustrate diver- 











sification of $12,000 through ownership of 
several different common stocks of the 
New York Stock Exchange list would prob- 
ably consist of less speculative issues than 
some of those in the table. As an actual ex- 
ample of money at work, the portfolio pro- 
vides, however, a practical subject for an- 
alysis. Far more moderate-sized lists that 
come to THE EXCHANGE’S attention are se- 
lected in a rather haphazard fashion than 
the number of those which show careful 
investment selection. 


Varying Price Trends 

Oddly, in small portfolios, it is often 
the case that a really substantial appre- 
ciation of a single stock (such as the 
71.5 per cent improvement of the surgical 
supply company shares in the table) 
works to offset the declines of several 
others. The table, of exhibits 
the phenomenon of diversification in a 
stock market that has been rising stead- 
ily for a year. A_ receding market 
would perhaps have disclosed different 
results, although not necessarily so be- 
cause of the decisions of the owner to 
apply averaging when surplus income 
permitted additions to be made to stock 
holdings. 


course, 


The fund’s over-all appreciation of 11 
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\cTUAL PorTFOLIO INVOLVING AVERAGING 
Recent Change in Income 
Shares Cost M’kt. Value M’kt. Value 1949 
Anaconda Copper Mining Co. 100(a) $ 3,025 $ 3,300 + 9.9% $250.00 
Boeing Airplane Co. 100(b) 2,600 3,000 +15.4 200.00 
Commercial Solvents Corp. 100(¢) 1,600 1,825 +14.0 150.00 
Johnson & Johnson : 262 830 1,450 +715 33.00 
Pennsylvania R.R.Co. . . . . 50 900 830 — 7.6 37.50 
Pittsburgh Plate Glass Co. 50(d) 1,800 2,000 +11.1 87.50 
Warren Petrol.Corp. . . . . 50 1,350 1,050 22.2 40.00 
BOs «= oo.2 S & & ee $12,105 $13.455 +11.0 $798.50 
(a) 50 shares at 2914, 50 shares at 31%; (b) 25 shares at 32%, 25 shares at 23%, 50 shares at 
23%; (c) “dollar averaged”’ monthly at various prices from 17 down to 135; (d) 25 shares at 40, 
25 shares at 31%. #Including 5 per cent stock dividend (1 share). 








per cent was considerably less than the 
stocks comprising the Dow, Jones & Co. 
industrial average experienced (assuming 
that all the stocks were acquired within 
the last six years). In regard to diversifica- 
tion, which is a common stock requisite 
generally subscribed to, so few as seven 
stocks were far from unwieldy for study 
and analysis, particularly from the angle 
of price fluctuations over a considerable 
period. 

Allowing for some overlapping—three 
of the companies are generally described 
as chemicals—the funds are applied to 


only five industries. Still, examination of 
the principal products made by the chem- 
ical companies shows that diversification 
is extensive in respect to sources of earn- 
ings. Goods in which any single concern 
of the three specializes are less prominent 
among those made by the others. Differ- 
ent kinds of transportation are also rep- 
resented by the two companies in that 
field. 

It was the employment of price changes 
to the portfolio’s advantage, by averaging, 
that kept the fund in balance with a fair 
margin left over. 
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Assembly line of GM plant near Atlanta, Ga. 


NVESTMENT interest suddenly _be- 

came focused on June 6 upon dy- 
namic evidence of a basic American 
industrial force. Corporate growth! 

That day brisk bidding for General 
Motors common stock on the New York 
Stock Exchange reversed the trend of a 
wavering stock market. Of itself, the devel- 
opment that electrified transactions added 
nothing immediately tangible to the re- 
sources of General Motors’ stockholders, 
nor, of itself, did it contribute to values 
which new buyers would attain with their 
investment. 

The announcement of a proposed 2-for- 
1 split-up of the stock, stimulating a rise 
of $7.25 in the shares’ price in about three 
hours, meant simply that, with stockholder 
approval, each holder of General Motors 
shares upon a date remaining to be set, 
would receive two shares in place of one. 

Where arithmetic left off, however, 
public imagination set to work, acting 
upon a foundation of past and current 
fact. 

The company’s progress in the 42 years 
since it was launched in 1908 is worth 

























































































Cutting gear teeth on inside of clutch 
drums at Chevrolet’s Cleveland plant. 


reviewing in a few statistics. The first full 
year of General Motors’ operation is here 
contrasted with the latest year: 


1909 1949 
Total assets ..... $18,381,000 $2,824,074,000 
Cash on hand 293,640 293,468,816* 
Net sales 34,000,000 5,700,835,000 
Cars, trucks mfd. 28,5502 2,764,397% 


*Plus $485,961,200 U. S. Government securities. 
zIn number. 

General Motors’ history supplies graph- 
ic illustration of the oak and the acorn 
metaphor. By July 31, 1913, the rated 
assets had nearly tripled, to $54,925,- 
000; at the same date in 1917 they 
amounted to $133.789.000. Common stock 
capital grew from $4,211,600 at the end 
of 1907 to $76.873.300 on July a1, 191%, 
the stock being of $100 par. 

In 1920, assets were reported as $604.,- 
806,000, and $567.320.600 was received 


Proposed General Motors 
Stock Spl it-u pb Demonstrates 
A Primal Force 


an American Industry ! 





by the company in that year from the sale 
of 391,533 motor vehicles. 

Large and complicated capital opera- 
tions were required to build the motor 
car company, and in this field the facil- 
ities of the New York Stock Exchange 
were frequently called into action. Start- 
ing with an issue of 6 per cent first lien 
sinking fund notes on June 28, 1911, 
there were 19 different listings of 
preferred and common stocks and deben- 
ture stocks on the Exchange over the 
years. The number of additions to older 
listings ran into a large total, growing out 
of purchases by General Motors of other 
companies, changes in par values of 
shares, bonus stock payments to em- 
ployes, stock dividends, etc. 

Available space does not permit further 
recounting of the financial features of 
General Motors’ growth, except a reference 
to past dividend action. The original cor- 
poration, incorporated in New Jersey, 
was changed from a holding company to 
an operating company in 1917 and re- 
incorporated in Delaware. The initial com- 





Machines for sizing cylinder bores and 
finish-honing of cylinder walls of Oldsmo- 
bile “‘Rocket”’ engines. 








mon stock dividend of the Delaware com- 
pany was | per cent, followed by 3 per 
cent quarterly into 1920; in the latter 
year an additional 2'% per cent in cash 
and a fractional payment in shares oc- 
curred, On present outstanding common, 
14..104.344. 
ranged from $2 a share 
in the period from 1942 


amounting to shares, cash 


dividends have 
per year to $8, 
through 1949. 

Dividends have been paid annually on 
the common stock since 1917. 

Balance sheet and income account of 
this, the second largest industrial corpo- 
ration in respect to assets, trace a re- 
markable growth of physical property 
and earnings. 
1908 
has been in the area of management ex- 


A parallel growth since 
and this explains the statistics 


perience, imagination and aggressiveness. 
With a tinge of understatement, a sta- 
tistical manual speaks thus of the com- 
pany s modern management: “It includes 
some of the best automotive talent.” 
William C. Durant, founder of General 
Motors, at a time when _ two-cylinder 
power plants were still in use, was once 
described by a stock market figure as, 
**Long’ on ambition and ‘short’ on a 
sense of dollar practicality.” In the scope 
and vigor of his thinking, Mr. Durant. 
nevertheless, did a job of pioneering that 
made him a national figure, and hewed 
the path for an easier exercise of the 
skills of others which he did not possess. 


Chevrolet Established in 1915 


Directing the various mergers which re- 
sulted in General Motors, his active mind 
remained uncontented. As a step to counter 
Henry Ford in the low-priced motor car 
field, he established the Chevrolet Motor 
Co. in 1915. In the estimation of some Du- 
rant partisans, it looked as though Chev- 
rolet would soon be able to absorb General 
Motors of which he was still President 

150,000 shares of General Motors 
stock were in the Chevrolet treasury in 
1917. That year, in its second complete 
year of operation, Chevrolet made 125.- 
000 cars and sold them for $62,638.000. 

The control picture was turned around 
in 1918 when General Motors exchanged 
282,684 shares of its common stock for 
the Chevrolet business. The latter com- 
pany became a General Motors’ operating 
division. The Chevrolet acquisition helped 
to swell General Motors’ assets to $604.- 
806,000 as detailed in the annual report 
for 1920. Along in here, the Durant hand 
began to lose its Midas touch. 
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The post-war year of 1920, like 1919, 
saw an excellent motor car business; if 
signs of the short, hard “first post-war 
depression” of 1921 and 1922 were at all 
discernible in January, 1920, the General 
Motors management ignored them. The 
authorized common stock issue was raised 
to 50,000,000 shares preliminary to a 
split-up at the rate of 10 for 1, non-par 
shares to replace the old $100 par issue. 

The logic of this sizable split-up has 
ever since been a subject of debate, for 
it was followed in 1924 by a “split- 
down.” One no-par share was then ex- 


changed for four outstanding no-par 
shares; and in the meantime General 


Motors management had gone through a 
profound change. The du Ponts had come 
into it, representing large investments in 
General Motors stock. 


Ten Buoyant Years 


The 10 buoyant years of the Durant 
dynasty, from 1908 to 1918, were erected 
primarily upon the production skills of 
practical motor men. Charles W. Nash. 
later the founder of Nash Motors, headed 
the company for a time. Walter P. Chrys- 
ler was a Vice-President. Both came up 
from the ranks. Louis G. Kaufman, a 
New York banker, helped direct financial 
affairs. Stock distribution was managed 
by a number of New York Stock Ex- 
change firms. 

The early 1920s brought a tightened 
combination of financing and manage- 
ment abilities and Mr. Durant’s restless 
activities, separated from General Motors, 
were devoted to a company of his own. 
making what are now the dimly remem- 
bered Durant and Flint motor cars. The 
General Motors directorate included sev- 
eral du Ponts. Pierre S. du Pont was Presi- 
dent of the The Executive 
Committee consisted of Mr. du Pont, 
Alfred P. Sloan, Jr.. George F. Baker, 
Jr., President of the First National Bank 
of New York, John J. Raskob and J. A. 
Haskell. 

History indicates that. besides building 
more and more motor cars, the rejuve- 
nated management applied experience 
gained in other fields to a better integra- 
tion of the various General Motors’ lines 
of production. The Fisher Body Com- 
pany was acquired, a notable step in 
making a _ well-nigh complete car in 
company-controlled plants. Directors and 
officers who had created reputations for 
sales planning and direction were either 
drawn from other areas or promoted 


company. 


from within. Integration and economies 
had, however, been going on strongly in 
earlier years. Models had been dropped, 
those retained had been improved. 

Who can recall today the Ewing Auto- 
mobile Co.,.one of the oldest; the Carter- 
car, the Randolph Motor Car Co.. the 
Rapid Motor Vehicle Co., The Reliance 
Motor Truck Co., the Oakland, the La 
Salle of more recent memory? All of these 
were once in the General Motors organiza- 
tion. 

The elimination of older units as tech- 
nological knowledge advanced has often 
occurred among dynamic branches of 
American industry. Still, events which 
history records among the motor car 
builders have made them somewhat 
unique. The steel companies, taking U. S. 
Steel, Bethlehem and Republic as ex- 
amples, have marked their growth more 
by expanding long-existing constituent 
concerns, and in adding others to their 
ownership as integration of operations was 
sought, as the continuing effort to reduce 
production costs progressed. The main 
lines of railroads, once routes were 
mapped and rails laid, have mostly re- 
mained intact; growth has been attained 
by the systems through purchase of, and 
merger with, others and by the construc- 
tion of “feeder” branch lines. 

But the dynamism of the motor car 
field has found demonstration in steps 
not only taking advantage of research 
and invention but also through the addi- 
tion of new products or others growing 
directly out of motor construction skills. 


Largest Payment on Record 


A widely diversified output played 
its part in the declaration of the largest 
quarterly cash dividend ever made in 
America—the $190,232,055 ordered paid 
to stockholders last November. Within 
a month thereafter, the entire long-term 
debt of $125,000,000 was retired, this 
anticipating maturity dates by 17 to 
20 years. 

These financial transactions, to be 
ascribed off-hand to the evident heavy 
demand for motor cars, may prove less 
significant, however, than the companys 
recent contribution to the evolution of 
labor relations. The five-year contract 
with the United Automobile Workers set 
a precedent. The agreement to increase 
wages by 4 cents an hour in each suc- 
ceeding year contained precedent-shatter- 
ing elements. 

— Witiiam W. Craic 
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Net Income of Listed lompanves 
Reveals the Potential of American 


STATISTICAL view of the second 

World War economy and the four- 
year aftermath of peace conditions is pres- 
ented in the tabulation on this page. 

In the totals of net income, after taxes. 
of the great majority of corporations listed 
on the New York Stock Exchange, with 
changes from year to year, these funda- 
mentals are traceable: 

Stimulation of American defense prod- 
uction in the first three years, along with 
a gradually rising scale of war materials’ 
output for England . .. enlarged American 


Factories under Pressure 


CONTRAST IN EARNINGS 
OF WAR AND PEACE 


in the comparisons of net income changes 
from one year to the next, a side-light on 
the war-time expansion is seen in the 
statistics for 1942, 1943, 1944 and 1945. 
Production, as recollection tells, was pro- 
digious in those years; yet profits were 
definitely held down by taxes, extra de- 
preciation reserves, inventory write-downs 
and the like. 

The 60.6 per cent increase of net income 
in case of 730 companies in 1939, the 
largest gain in the table, was conditioned 
by an element besides defense prepara- 











EstiMATED Net INCOME oF COMPANIES WITH STOCK LISTED 
ON THE New York Stock EXCHANGE 

Number of Pet. Change 

Companies from Previous 

Included in Estimated Yr. for Same 
Year Survey Net Income Companies 
Bao. «a 6s sw ws 28 $2.898.823.000 + 60.6% 
1940 737 3.486.635.000 +17.8 
1941 793 4.326,789,000 +-21.2 
194.2 805 4.121,869.000 — 4.6 
1943 816 4.219,462,000 +. 3.2 
1944. 72 3.706.786.000 — 0.9 
1945 io 3.444.268.000 — 4.4 
1946 828 4.903.559,000 +29.5 
194.7 893 6.884.879,000 +-35.6 
1948 925 9.216.828,000 +-24,.2 
1949 957 8.296.318.000 —10.8 











war production for both domestic and 
allied nations’ use for the next four years 
. . the effect of rising prices straight 
along from 1939 to 1949 . . . restrictions 
on corporate profits (1941 through 1945) 
. sharply rising post-war net earnings 
from 1946 through 1948, and the prod- 
uct of a moderate business recession of 
several months’ duration in 1949. 
As the same corporations are concerned 


tions: the comparison is with 1938, a year 
when business was more sluggish than 
active. By the same token, the rise of 29.5 
per cent for 828 companies in 1946 was 
aided by the elimination of war-brought 
excess profits taxes as well as a more rapid 
than expected conversion by many indus- 
trial corporations from war to peace pro- 
duction. 

During 1946 also the number of new 





listings on the Stock Exchange rose sharp- 
ly, and the aggregate of corporations 
whose earnings came into the statistical 
picture increased by more than 100. This 
rise was a strong element in bringing 
about the upturn of dollar value of earn- 
ings—$1,500,000,000 more than in 1945, 
the largest gain between consecutive years 
up to that time—but the 29.5 per cent 
improvement in percentage was unaffected 
as the earnings’ comparison was made, 
1946 against 1945, as though these com- 
panies had all been listed in 1945. 

The number of listed companies in- 
cluded in the statistics varies from year 
to year, gradually increasing as more 
issues of securities are brought to the 
Exchange. Not all listed companies are 
covered because of (1) delay by some in 
publishing their annual reports, (2) data 
that are not comparable with items pub- 
lished in the preceding year, and (3) fis- 
cal years ending early in a calendar year. 
the companies concerned reporting only 
once a year, 


Earnings Declined in 1949 


Although the number of companies 
changes, it may be repeated that the per- 
centage changes in net income from one 
year to the next are based upon the aggre- 
gate net income of identical corporations. 
For example, the 10.8 per cent decline in 
net income of 957 companies in 1949 is 
the decrease in earnings from 1948 for 
the same roster of companies. 

The rise of 227 in the number of com- 
panies brought into the exhibit since 
1939 and the $9,216,828.000 net income 
for 1948, arouse thought of historical 
goals likely to be attained before long. 
Improvement of business volume this year 
as the half-way point of 1950 approaches 
suggests that the 10.8 per cent decline in 
1949 net may be more than overcome 
before December 31. A round $10,000.- 
000,000 of net income is not impossible in 
the not distant future. 

The great majority of companies in- 
cluded in the tabulation end their years 
on December 31, working for convenient, 
uncomplicated calculations of net earn- 


ings. 








Announcements of new listings of securities are confined mainly to a brief description of the : 
issuing corporations’ business and facilities. Detailed information is contained in the Listing © 
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ON THE NEW YORK STOCK EXCHANGE 


aE” 
Equitable Gas 
| Company 


090 Shares 
38.50 Par 


: T 
Ticker symbol: EQ 


QUITABLE GAS CO., serving the 
highly industrialized city of Pitts- 
burgh and surrounding municipalities, re- 
cently became publicly owned through the 
sale of 2,000,000 shares of its common 
stock by Philadelphia Co., its former par- 
ent. This sale was a step in the divestment 
by Philadelphia Co. of its natural gas and 
street railway properties which had been 
ordered by the Securities and Exchange 
Commission in 1948. 
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View of Green Acres, an Allegheny County, Pa., housing development heated entirely by 


The Equitable Gas System comprises, 
in addition to Equitable, its subsidiaries, 
Pittsburgh and West Virginia Gas Co., 
Kentucky West Virginia Gas Co., and 
Philadelphia Oil Co. 

The territory served embraces, in addi- 
tion to Pittsburgh and surrounding muni- 
cipalities chiefly within Allegheny County, 
Pennsylvania, certain small communities 
in southwestern Pennsylvania adjacent to 
Equitable’s transmission lines, the cities 
of Grafton and Shinnston in West Vir- 
ginia; also three incorporated towns and 
certain small communities along the trans- 
mission lines of Pittsburgh and West Vir- 
ginia Gas Co. in northern West Virginia, 
and five small communities and a number 
of isolated customers along the lines of 
Kentucky West Virginia Gas Co. in eastern 
Kentucky. 

At the end of 1949, 218,524 customers 
were being served by the system. 

Demands for gas upon Equitable have 
increased sharply, particularly for house 
heating which has risen to heights unprece- 
dented in the company’s history. Increased 
costs and recurring shortages of coal, 
smoke abatement legislation enacted by 


ae 





gas which is typical of new residential heating loads of Equitable Gas. 
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Pittsburgh, and the relatively high price 
of oil in the Pittsburgh area all contri- 
buted, according to the management, to 
the continued increase in the demand for 
gas as a space heating fuel. This increased 
consumption is indicated in the fact that as 
of Dec. 31, 1945, Equitable had some 
24,000 residential customers using gas ex- 
clusively for all of their space heating re- 





Station at Burnsville, W. Va., which is the 
largest transmission compressing station 
in the Equitable Gas System. 


quirements whereas by December 31, 
1949, this number had risen to approxi- 
mately 70,070. The company estimates 
that it serves approximately 55 per cent of 
all residential and commercial gas con- 
sumers in the metropolitan area of Pitts- 
burgh. 

The Equitable System owns or controls 
gas reserves totaling approximately 950,- 
000,000,000 cubic feet, most of which are 
located in Kentucky. In addition, since 
May, 1947, gas has been obtained from 
Texas Eastern Transmission Corp. under 
a contract providing for the purchase from 
that company of a “daily contract quan- 
tity” of 30,000 MCF of gas and the pur- 
chase, on an interruptible basis, of such 
additional gas as Texas Eastern may offer 
and Equitable may accept. 

Pittsburgh and West Virginia Gas Co. 
also has a purchase contract with Colum- 
bian Carbon Co, providing for the pur- 
chase from that company of a minimum of 
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1,500,000 MCF of gas during each con- 
tract year. 

The supply of gas available to Equit- 
able from sources other than its own and 
its system companies’ wells will be still 
further augmented when a new purchase 
agreement between Equitable and Ten- 
nessee Gas Transmission Co. becomes op- 
erative. It is anticipated that Tennessee’s 
proposed line to Allegheny County will 
be completed by Nov. 1, 1950, and Ten- 
nessee and Equitable have entered into an 
agreement covering the purchase by Equit- 
able of a “contracted demand” of 30,000 
MCF of gas per day with an option to pur- 
chase an additional 15,000 MCF of gas per 
day. 

In addition to the various sources of 
supply already mentioned, the Equitable 
System has ample facilities for the storage 
of gas, in some instances very close to the 
main service area in and around Pitts- 
burgh, where gas supplies can be built up 
during off-peak summer months when a 
surplus is available and withdrawn rap- 
idly—at will—during the winter months 
when the peak demands require such ad- 
ditional volumes. 

At the start of the 1949-1950 winter 
season, the Equitable Gas system had 
more than 16,000,000 MCF of gas in 
storage, representing a maximum 24-hour 
delivery capacity of 258,400 MCF. It is 
estimated that these present storage pools 
have a total capacity of 32,000,000 MCF 
when higher pressures are attained. 


Equitable Gas and the Pittsburgh and 
West Virginia Co. maintained six proven 
underground storage pools as of Dec. 31, 
1949, and were currently testing five areas 
for storage use. In two other areas pre- 
liminary reconditioning of the’ wells was 
in progress prior to testing such areas for 
storage use. 

Equitable Gas owns and operates ap- 
proximately 1,925 miles of distribution 
pipe lines of various sizes up to 36 inches, 
and the Pittsburgh and West Virginia Co. 
owns and operates approximately 218 
miles of distribution pipe line, up to 10 
inches in size. The greater portions of 
the distribution systems are operated at 
low pressure, which is maintained by ap- 
proximately 457 district regulators. 

The system’s operating revenues of 
$21.805.746 in 1949 were 4.8 per cent 
larger than in 1948. Final net income for 
last year was reported as $3,681,331, an 
increase of 26.4 per cent over the preced- 
ing year’s result. 





Atlantic City 
Electric Company 


1,172,000 Shares 


Common Stock, Par $10 


Ticker Symbol: ATE 








HE present company, organized in 

1907 through the merger of several 
concerns then operating on Absecon Is- 
land, is the descendant of a corporation 
established in 1886. From a small begin- 
ing as an isolated power company serving 
1,150 customers, Atlantic City Electric 
Co. has grown into an integrated, inter- 
connected power system with about 152.000 
customers in more than 300 communities 
in a southern New Jersey area which com- 
prises nearly one-third of the state. 

The service territory embraces virtually 
all of “South Jersey” below Camden. It is 
bounded by the Atlantic Ocean, and the 
Delaware River and Bay on the northern 
and northeastern flanks. Market diversity 
is supplied by a natural division of the 
area into three zones—an ever-expanding 
industrial section on the west, a produc- 
tive agricultural interior, and the widely- 
patronized coast resorts extending from 
Barnegat City to Cape May. 

From 1907 to 1949, Atlantic City Elec- 
tric Co. was a subsidiary of American Gas 
and Electric Co. On Jan. 1, 1950, it be- 





Deepwater power plant on Delaware River 
near Pennsville, N. J. 


came an independently owned company. 
By public sale and stock dividend distri- 
bution, the parent concern disposed of 
its ownership and at the present time 
the company has approximately 19,000 
stockholders. 

The first year (1949) of independent 
operation was marked with many all time 
high records. Kilowatt hour sales reached 
579 million, an increase of 27 million over 
1948. Revenue was up 8.6 per cent over 
1948 and 96.4 per cent above 1939, Dur- 
ing 1949 the company connected its 
150,000th customer, an increase of 10,000 
over 1948. Sales of electric ranges and 
water heaters reached an all time high of 
10,307 units. 


1949 Earnings at Record Level 
Despite increased expenses, earnings 
for the common stock were reported as the 
largest in the company’s history ($1.55 a 
share). representing a 10 cent increase per 
share over 1948. Payment of the 1949 
(Continued on page 12) 





Company’s Missouri Avenue plant, which pioneered use of 1,000-degree steam. 
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A Year’s Stock Selectivity 


Seen In Industrial Groups 


WIDE public 


stocks of old-line corporations, of 


interest in common 


recognized prominence in their industries, 
has been the dominant feature of the mar- 
ket’s price rise, now more than a year old. 
The more speculative industrial issues 
have been neglected for the most part, ex- 
with the result 
that in many cases wide “spreads” have 


cept for the televisions, 
developed between the higher grade and 
lower grade issues. This tendency has 
run counter to the experience of many 
rising markets of the past, which have 
drawn increasing public attention to the 
more speculative issues as an advance 
progressed. 

Mainly under the stimulus of invest- 
ment buying, share prices of such issues 
as du Pont have risen since June 30, 1949, 
from 4614 to 81: Allied Chemical & Dye 
from 168 to 248; General Electric from 
3434 to 4815; Westinghouse Electric from 
2234 to 3514; Gulf Oil from 58%, to 
6972; and Ohio Oil from 247% to 3514. 

As examples of the types of stocks 
which have been prominent in the rise, 
THe EXCHANGE has grouped in the ac- 
companying table sampled stocks of six 


representative industries: aircraft manu- 


facturing, building materials, chemical, 
electrical equipment, petroleum and steel. 

Five of the six are long-established in- 
dustries. In the case of the one relatively 
new industry, aircraft manufacturing, in- 
coming orders, largely military, and pro- 
duction schedules are attaining greater 
stability, after a period of dislocation. 

A logical additional choice for the sta- 
tistical table would have been the auto in- 
dustry. Recent developments of General 
Motors are covered so fully in the article 
on page 7 that it was considered more in- 
formative to use other examples. 

The selective nature of stock price 
trends shows up plainly in the brief 
sampling of six industries. Often price 
movements are influenced 
by other factors besides near-term busi- 
ness results. While the record-breaking 
volume of building construction is one of 
the main components of the current high 
rate of business activity, the chemical is- 
sues far wider advance 
over the past year than the stocks of rep- 
resentative building material manufac- 
turers. 


seen to be 


have scored a 


The petroleum stocks, which made some 
of the outstanding gains in the market 


rise two years ago show only moderate in. 
creases in comparison with other groups, 
such as steel. Last winter the supply of oil 
and oil products outran demand for a 
time; recently demand, particularly for 
gasoline, has increased, as evidenced by 
rising prices at service stations, but oil 
shares, in the main, have had secondary 
prominence. 

The price gains of the sampled steel 
stocks have run parallel with plant sched- 
ules revealing high production. Republic 
Steel shares have more than doubled in 
price over a year’s time. A wide range of 
steel shares, as well as shares of other in- 
dustries, are selling at prices which, mar- 
ket analysts calculate, represent a mod- 
erate valuation on the basis of recent 
earnings. 

In the aircraft manufacturing group, 
prices generally were more depressed a 
year ago than was the case in other sec- 
tions of the stock list, and this is reflected 
in the wide percentage gains in compari- 
son with other groups sampled. 

As to the over-all action of the stock 
market, share price trends in 52 major in- 
dustries recently were reviewed by a mem- 
ber firm of the New York Stock Exchange 
The study shows that 21 groups reached 
their highs for 1950 to date prior to May 
of this year. Of the 31 groups reaching 
their highs in May or June, 14 surpassed 
the percentage gain of the Dow-Jones in- 
dustrial average, measured from the June, 
1949, lows. 





YEAR’S PRICE TREND OF SAMPLED STOCKS 


AIRCRAFT MANUFACTURING 


Price Price 

June 30, June 16, Per Cent 

1949 1950 Gain 

Boeing Airplane. . 19 28% 52.0% 
Consolidated Vultee 9% 15 64.4 
Douglas Aircraft . 58% 7614 30.2 
Lockheed Aireraft . 17% 29% 64.1 
United Aireraft 21% 28% 34.3 

BUILDING MATERIALS 

Certain-teed Prods. 10% 174 70.4% 
Flintkote Co. . 2314 29% 28.5 
Johns-Manville 34% 18, 39.1 
Paraffine Cos., Inc... 15% 161 3.9 
U. S. Gypsum . . 94 128 36.2 

CHEMICALS 

American Cyanamid 41%s 7456 79.8% 
Allied Chem. & Dye 168 248 17.6 
Dow Chemical . . 444 67% 53.4 
du Pont. ... . 46% 81 75.1 
Monsanto Chemical 50 69%. 38.8 


ELECTRICAL EQUIPMENT 


Price Price 

June 30, June 16, Per Cent 

1949 1950 Gain 
General Elec. Co. . 34% 18, 39.6% 
McGraw Elec. Co. 3438 167% 36.4 
Square D Co. . . 13% 18% 31.8 
Sylvania Elec. Prod. 17° 224% 29.5 
Westinghouse Elec. 22° 354 54.9 

PETROLEUM 

Gulf Oil Corp. 58% 69% 18.9% 
Ohio Oil Co. . 24% 35% 41.7 
Sinclair Oil Corp. 203s 27% 33.7 
Standard Oil (N.J.) 62% 17% 23.2 
Union Oil of Calif. 281, 2638 7.5 

STEEL 
Bethlehem Steel 24% 37% 56.0% 
Inland Steel 33% 41, 24.8 
Jones & Laughlin 2155 34% 60.7 
Republic Steel . . 17% 37% 8 111.3 
U.S. Steel . 21% 35% 69.8 








Atlantic City Electric Co. 


(Continued from page 11) 


dividends marked the 3lst consecutive 
year that dividends had been paid. 

One of the outstanding achievements of 
1949 was the acquisition and merger of 
South Jersey Power and Light Co., which 
added 3,500 customers to the company’s 
lines. 

The company devotes continual effort to 
area development. Several representatives 
are engaged in the task of bringing new 
industry and new projects into the service 
territory. Efforts along these lines have 
shown definite results and expansion in 
the non-resort areas has become apparent. 
Residential customers in the non-resort 
areas have increased from 45,000 to 70,000 
in the past ten years. At the present time 
the winter peak-load nearly equals the 
summer peak, indicating balanced load 
factors, the aim and ambition of every 
electric utility. 












tie 


til 





ite in- 
‘oups, 
of oil 
for a 
y for 
ed by 
ut oil 
ndary 


- steel 
sched- 
public 
led in 
nge of 
ier in- 
, Mar- 

mod- 
recent 


Stroup, 
ssed a 
Pr sec- 
flected 


mpari- 


- stock 
jor in- 
| mem- 
hange 
eached 
o May 
aching 
passed 
nes in- 
e June, 


Co. 


ecutive 


ents of 
reer of 
, which 
apany's 


ffort to 
ntatives 
ng new 
service 
2s have 
sion in 
yparent. 
n-resort 
70.000 
nt time 
als the 
~d load 


f every 











Stock Split-Ups in Foreground 
of Public Interest 


HE proposal to split General Motor’s 

common stock 2 for 1 is directing in- 
vestor attention to the experience of share 
issues on the Exchange which have re- 
cently been subdivided, and is stimulating 
the search for candidates for future split- 
ups. Opinion is that, in view of the year- 
long upward price trend, a number of 
large corporations may take action on 
splitting their shares in order to bring 
prices within a more marketable range 
and to widen ownership. 

Split-ups lagged in 1949. In the first 
five months of this year, however, 8 listed 
stocks were split (see accompanying 
table), compared with 17 in all of 1949. 
Recent decisions affected such well-known 
issues as National Steel, 3 for 1: New York 
State Electric and Gas, 2 for 1; Skelly Oil, 
2 tor’ ¥. 

Only after two or three years have 





Wheeling Steel Corp. 


STock SPLIT-UPS IN 
First 5 Montus, 1950 


Ratio of 2 to 1 or more 


Date 
Ratio Effective 
Cons. Gas El. Lt. & Pwr. of Balt. 3for1 April 11 
Minneapolis-Honeywell Reg. Co. 2for1 April 3 
National Steel Corp. : 3forl March 31 
N. Y. State Elec. & Gas Corp. 2forl March 29 


Public Service Co. of Colo. 
Skelly OR Ce. . . . .. 
United-Carr Fastener Corp. 


2forl May 23 
2forl May 19 
2forl April 3 
2forl May 16 





passed, and sometimes an even longer 
interval, is it possible to measure the 
benefits resulting from enlarging a share 
issue. The peak year for stock split-ups, 
since the 1920s, was 1946, with 74. 
Most of the stocks split that year have 
since recorded a substantial growth of 
stockholders. At the end of 1945 United 
Fruit, for example, had 38,199 common 


shareholders. By the close of last year 
the total had grown to 60,648. Over the 
same four years the number of National 
Distillers’ common stockholders increased 
from 21,710 to 38,405; J. C. Penney 
from 20,851 to 29,074; Celanese Corpora- 


tion from 13,493 to 23,876; American 
Home Products from 10,352 to 16,271: 
Monsanto Chemical from 10,822 to 
15,637; Square D Co. from 3,700 to 
4,968; and Southeastern Greyhound Lines 
from 2,546 to 3,956. 

The end result of stock split-ups almost 
invariably is a widened circle of share- 
holders. An enlarged number of share- 
holders is normally reflected in increased 
and narrowed bids and offers for the 
company’s stock. 


Statistical and other factual information 
as well as comment regarding any securities 
referred to in THE EXCHANGE have been ob- 
tained from sources deemed to be reliable. 
but THe EXCHANGE assumes no responsi- 
bility for their accuracy or completeness. 
Neither such information nor any reference 
to any particular securities is intended to be 
or should be considered as in any way a 
recommendation for the purchase, sale or 
retention of any such securities. 





You Can't Ignore Facts 
(Continued from page 2) 


by a lot of people as a logical element 
of investment. 

There are, however, several hundred 
listed stocks embracing important divi- 
sions in our economy which have not par- 
ticipated in the advance. As a matter of 
fact, some industries, notably sugars, tex- 
tiles, department stores, liquors and some 
smaller divisions, have suffered veritable 
bear markets for several years and have 
not yet emerged. These are some of the 
industries which statisticians are studying 
against the day when the pace of the rise 
may tire the recent leaders and perhaps 
reduce their investment appeal owing to 
reduced dividend yields. 

Although the value of market forecasts 
is always conditioned by the often unpre- 
dictable nature of prices, there are always 
well-authenticated seasonal elements to 
watch. These are mostly the result of ex- 
pansion and contraction of industry at 
certain times of the year, and the alert 
trader takes them into account. Tradi- 
tional seasonal events include an early 
summer rise, a late summer decline, pre- 
Christmas selling and post-Christmas rally- 
ing tendencies. 

Prediction, however, is submerged in 


this discussion beneath facts. Taking the 
Dow-Jones industrial and rail averages, 
some statistics may be referred to, apply- 
ing to about a half century. Industrial 
stocks have advanced in 33 Julys and 
declined in 20 Julys; the carrier index 
has risen in 37 Julys and receded in 18 
Julys. A late summer reverse, often be- 
ginning in late August or early September, 
has occurred in two-thirds of those months 
over 50 years. Anchoring supposition to 
facts, the law of compensation could re- 
quire consideration—a further spring and 
summer advance, after so long a prog- 
ress as has been recorded, might en- 
courage thought of a more precipitate 
late summer reaction than has been ex- 
perienced in any of the seasonal dips of 
the last decade. 

The careful chartist, who takes his go- 
ing records of daily volume, periods of 
“accumulation” and “distribution”, and 
so on as he finds them—and interprets 
them—will probably devote the remain- 
ing months of 1950 to a phenomenon 
witnessed several times since January 1. 
That is the slight, but jolting, readjust- 
ments that have occurred without anything 
more than an interruption for a few days 
of the main price trend. Some of these 
days one of those transient bull irritants 
may prove to be the real McCoy. 


Rail Traffic Necded 
(Continued from page 4) 


ical earnings variations reported in the 
first four months. In a broad sense, such 
response can be expected to continue due 
to the impact of short-term economic 
changes on individual carriers. 


Dependence on Business Cycle 

Taking a longer-range view. it must 
be observed that regardless of the re- 
covery that may be seen in coming months, 
the railroads—with their large and rela- 
tively inflexible wage burden exerting 
enormous leverage — would be quick to 
reflect in net earnings the effects of a 
broad And de- 
pendence on_ highly-cyclical industries 


downturn in_ business. 
for traffic brings its own hazards. 

It is not the purpose of this article to 
recommend particular securities. As will 
be seen from the discussion, and in the 
light of the general nature of the list 
available. such a course would entail a 
decided speculative weighting. Neverthe- 
less, the Stock Exchange list includes a 
number of stocks (as well as securely 
protected bonds) that offer a means for 
seasoning portfolios with a dash of liberal 


vield. 
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Working hours...9 5 
Karning hours...avound the clock 





T 7 . ° 
tiow men and women in every occupation 


keep their surplus dollars on the job 24 hours a day 


There’s no time limit 
on dollars at work ... when 
they’re invested in industry. Invested 
dollars work 24 hours a day; they create jobs, build 
new factories, produce new products, add to the nation’s 
wealth. And, when industry prospers, they also earn 
around the clock for those who invested them. 


The millions of people, in every trade and profession, 
who have purchased the common stocks of America’s 
great corporations are part owners of those companies 
...and have a direct interest in their operations. These 
investors know that some years produce more in divi- 
dends than others; some may produce no dividend. 


They know, also, that prices of companies’ stocks 
bought and sold by investors through the facilities of 
the Stock Exchange reflect the varying fortunes of 
these businesses, as well as investors’ opinions of how 
much the stocks are worth to them. 


To those seeking to employ their surplus funds in / 
industry, the New York Stock Exchange says: get the » 
facts before you invest. Factual information issued by / 
companies listed on this Exchange is available re. 
to everyone; use it as the basis for your / 
every investment decision. Pa. 


Lnvest wisely... through a Member Firm of the 


New York Stock Exchange 








